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Abstract: Past research on open innovation has focused on either the content or process of open 
innovation leaving this phenomenon as partially understood. This study takes a step toward 
integrating content and process of open innovation to understand not only the content of open 
innovation but how such content gradually emerges. For this purpose, we made an in depth study 
of the emergence of open innovation activities at Iran Khodro Company (IKCO). We examined 
dynamics of governance approaches taken by this company across four product innovation 
projects. We found that, IKCO has gradually established value creation and value capture 
processes from part level to architectural level across different product innovation projects leading 
to step by step emergence of openness at those levels. These findings reveal the generative 
mechanism underlying open innovation which has both academic and practical implications. 
1. Introduction 
Despite the emerging evidences on the effectiveness of external sources for problem identification and solution (Gruber 
et al., 2008; Jeppesen and Lakhani, 2010; von Hippel, 2005), we are increasingly observing that firms initiating open 
innovation with the hope of improved performance are not much successful in creating and capturing value from 
external contributors (Afuah and Tucci, 2012; Felin and Zenger, 2014; Foss et al., 2011; Wallin et al., 2015). We argue 
that such a flaw is rooted in researching the phenomenon of open innovation based on the either content or process of 
open innovation and that there is a need to integrate content and process of open innovation to understand effective 
value creation processes. Therefore, this study is designed to investigate the processes behind emergence of value 
creation by integrating content and process of open innovation and in giving an integrative picture of open innovation.  
 
Furthermore, we have specifically examined the dynamics of governance and how they can affect emergence of the 
value creation processes within the context of open innovation.  In light of this, we have studied the emergence of open 
innovation and value creation processes at Iran Khodro Company (IKCO).  We have strived revealing the underlying 
mechanism of unfolding the open innovation activities by in-depth study of four product innovation projects as the 
major steps of achieving openness in the case company.  The findings reveal the generative mechanism underlying 
value creation processes within the context of open innovation which has both conceptual and practical implications. 
2. Literature Review 
Gassmann, Enkel and Chesbrough (2010) have broadly stressed variety of dimensions for open innovation research like 
spatial requirements, size, structure, culture, institutions, tools, user role, processes and etc. However, following 
Pettigrew (1990) who argued any strategy processes include process and content we focused on these two major aspects 
and examined content and process of open innovation. Most of the existing studies are focused on either content or 
process of open innovation and we know less how open innovation processes emerge in organisations and in particular 
which activities constitute value creation processes (Felin and Zenger, 2014; Foss et al., 2011; Wallin et al., 2015). We 
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argue that such oversight in the literature is based on separating research on the content from studies on the process of 
open innovation. We also believe that the existing separation has generated some contradictions in understanding open 
innovation. For example, Chesbrough (2006) argues that open innovation consists of both value creation and capture. 
So the value which is created through opening up the knowledge exploration processes should be appropriated within 
the knowledge exploitation processes. However, the existing literature based on either content view or process view by 
separately analysing open innovation, is accordingly suggesting two distinct appropriability approaches (in knowledge 
exploration and exploitation) for achieving the same goal of capturing the value and profiting from innovation. 
 
In this regard, three different types of open innovation are available. Gassmann and Enkel (2004) refer to these different 
types of open innovation as: inbound, outbound and coupled open innovation. Inbound open innovation is an outside-in 
process which involves opening up the innovation process to knowledge exploration. Here, external knowledge 
exploration refers to the acquisition of knowledge from external sources. In contrast, outbound open innovation relates 
to commercializing technological knowledge (Chesbrough 2006). In contrast to these, coupled open innovation involves 
both inbound and outbound open innovation. Chesbrough (2006) argued that both inbound and outbound open 
innovation processes are required as the value which is created through inbound open innovation processes should be 
appropriated within the outbound open innovation processes. This highlights the larger importance of understanding 
coupled open innovation as we can then better understand simultaneously processes for both value creation and capture 
(Enkel et al. 2009; Piller and West 2014). As such, we chose coupled open innovation as the context in our study to 
learn about the underlying processes behind the transformation of governance structures which leads to the emergence 
of value creation and value capture processes in firms. 
 
Despite the importance of coupled open innovation in terms of both content and process, the existing theories have 
limitation in developing a good understanding of content or process of this category of open innovation and in giving an 
integrative picture of them. According to West and Bogers (2014), this may be due to the fact that the field of research 
being still at the stage of finding most relevant theoretical roots. They have identified two broad categories of theorising 
in the open innovation literature including Resources and Capabilities view and theories of governance. Studies based 
on resources and capabilities can enjoy prior efforts in the area of dynamic capability like Teece (2007) who pointed to 
open innovation in his discussion of the dynamic capabilities to allow ﬁrms to “sense” and “seize” opportunities. In 
addition, there are strong ties between open innovation and research on absorptive capacity (Spithoven et al., 2011; 
West and Bogers, 2014). Aligned with this stream of research, Lichtenthaler and Lichtenthaler (2009) have particularly 
pursued development of capability based view of open innovation. Based on this view, open innovation basically 
happens in the context of capability development and firms organise for open innovation to manage their knowledge 
base evolution through knowledge exploration and exploitation processes. Accordingly, the capability based view of 
open innovation looks more after the process of open innovation and is built on the basic assumptions and suggestions 
of evolutionary theory. Based on this view, the existing failure of open innovation in performance improvement shown 
in some studies could be attributed to the lack of required capability development processes to undertake the process for 
knowledge exploration and exploitation (Lichtenthaler, 2011).  
 
On the other hand, some more recent studies have started to use governance theories to understand open innovation 
processes. For example, Gambardella and Panico (2014) have suggested a framework as to how firms can allocate 
property rights and decision rights based on the distinction they address between the allocation of decision rights during 
a project, and the control rights to maximise the actual output of an open innovation collaboration. Felin and Zenger 
(2014) developed also a conceptual model based on traditional hierarchy vs. market distinction forming six governance 
shapes and suggested that the choice of governance shape depends on the nature of the knowledge required and the 
nature of the problem they deal with. Clearly this stream of research deals with content of open innovation and has 
focused so far on the nature of open innovation activities (through the lens of governance dynamics) and the contingents 
which justifies open innovation core processes. 
 
With such theoretical developments so far we are still unclear about the underlying mechanism behind each of the core 
processes of open innovation. For example, we less know how coupled open innovation processes emerge in 
organisations, compared to the elaborations done in terms of the content and describing the activities which constitute 
coupled open innovation. We believe that such oversight in the literature is based on separating research on the content 
from studies on the process of open innovation. We also argue that to integrate content and process of open innovation, 
we need to integrate their theoretical roots to be able to have a simultaneous picture of both content and process of open 
innovation. Accordingly, the research question of this study is formed as:  
 
“What is the process behind the emergence of value creation and capture processes in the context of coupled open 
innovation?” 
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3. Research Method 
To help broaden our understanding of the processes involved in building value creation and value capture processes and 
the emergence of coupled open innovation within firms, we conducted an in-depth case study of the processes behind 
the transformation of governance structures at Iran Khodro Company (IKCO) which led to the emergence of value 
creation processes. We examined the dynamics of governance approaches taken by this company across four product 
innovation projects. Interestingly, the pilot study revealed that IKCO’s value creation has occurred over the course of 
four major product innovation projects, namely the Pars, Samand, Soren and Dena projects. In this regard the research 
adopted a detailed fieldwork-based qualitative approach to study the processes.   
 
In total 37 key informants with more than 10 years of experience from the case company and industry were interviewed. 
The interviewees were selected based on information gained through the pilot study. The interviews were conducted 
during 22 site visits and within a four-week time frame. The interviews were mostly conducted at the interviewees’ 
workplace.  These interviews with organizational members involved in new product development were conducted to 
assess their perspectives on and experiences within product innovation projects. Each participant was asked questions 
about a specific product innovation project. Some interviewee reports were retrospective, while others were 
contemporary in terms of the activities they described. Interviewees were drawn from various organizational levels. 
Data about development processes and projects were compared and integrated across informants. The interview data 
were also triangulated with other data such as diverse secondary sources of information from company websites, annual 
reports, newsletters and news websites, other related websites and company archives. These sources of information 
were used to collect data about the emergence of open innovation in IKCO across four product innovation projects. 
 
3.1 The Projects background 
 
3.1.1 Pars project 
 
From 1994 to 1997, car imports were restricted (based on tariff rates between 90% and 195%) to save the market for 
IKCO, and therefore, imported cars were very expensive, and as the volume of local production were limited, long 
queues for product purchase resulted (Koohi, 2006). This situation minimized the risk of developing a new car and 
IKCO decided to work with Peugeot to transfer its platform technology used in the Peugeot 405. Meanwhile, local 
suppliers were encouraged to localize part production to achieve self-sufficiency in producing the Peugeot 405. Finally, 
Peugeot Pars (in this paper referred as Pars), which was a semi-developed idea of Peugeot, was co-developed by IKCO. 
 
3.1.2 Samand project  
 
Before this project, since Peugeot was the brand owner, IKCO had limitations in making changes. Accordingly, IKCO 
took a big step toward capability development by developing a “national car” called the Samand. The design of this car, 
between 1996 and 2001, was managed by IKCO and learning was key priority—not profit making—and the company 
emphasized long-term returns. Developing the Samand, in brief, allowed IKCO to design a car which met most of the 
Iranian market’s needs and was adaptable based on market dynamics 
. 
3.1.3 Soren project: 
 
Since the Samand was IKCO’s first experience at designing a car under its brand, the failure rate reported by consumers 
was higher than normal. These reports indicated that IKCO had not yet completed the learning cycle and still needed to 
apply the knowledge which was learned during the Samand project. Accordingly, IKCO created an internal force to 
amend the Samand’s design. The Soren was designed at IKCO between 2005 and 2008. In this project, some of the 
Samand’s subsystems were replaced by new high-tech subsystems. Furthermore, local suppliers grew and made 
alliances directly with foreign partners. After establishing their production lines within the Pars and Samand projects, 
the local suppliers started to learn about designing subsystems, and gradually formed their own research and 
development (R&D) departments. 
 
3.1.4 Dena project  
 
Based on a general trend toward economic liberalization, the custom tariff for car imports started to decrease from 2009 
and the rate of car imports dramatically increased. Since foreign car producers had developed cars for different price 
segments of the market, in the Iranian market they could offer products closer to consumers’ requirements (in terms of 
quality and price) than IKCO could. To compete with such international competitors, IKCO had to aggressively develop 
a new car for a critical price segment of the market in which foreign products threatened IKCO’s existing products. 
Accordingly, between 2010 and 2012, IKCO developed the Dena as a luxury product based on up-to-date technology 
with a competitive price in the market. In this product, in addition to changing subsystems using up-to-date technology, 
Paper submitted to: 
R&D Management Conference 2016 “From Science to Society: Innovation and Value Creation” 3-6 July 2016, Cambridge, UK 
4 
 
a configuration of subsystems was selected in order to create the luxury attributes that consumers were looking for 
while still being affordable for a range of consumers to buy.  
4. Findings 
The findings of this study illustrate the dynamics of governance approaches across the four product innovation projects. 
Litchenthaler and Litchenthaler (2009) argued that knowledge creation and capture processes in firms are formed based 
on the firm’s intention towards exploration/exploitation of internal/external knowledge. In this regard, two issues of 
“knowledge outsourcing” and “task outsourcing” emerged as key themes during data analysis investigating dynamics of 
governance approaches, especially in terms of technological and organizational boundary spanning between firms. Here 
knowledge outsourcing refers to opening up R&D processes and using external knowledge to explore IKCO’s 
knowledge base useful for designing new products. On the other hand, task outsourcing addresses IKCO’s capacity to 
exploit new knowledge by managing outside capabilities (of local suppliers) to produce the parts and deliver the 
product. 
 
In brief, the study findings reveal that IKCO gradually outsourced knowledge and capability to its local suppliers across 
different levels of the product architecture. Firstly, the case projects provide empirical evidence demonstrating that 
within each project IKCO outsourced knowledge of design related to functional performance to local suppliers. Overall, 
across the four product innovation projects, IKCO gradually opened up its R&D activities enabling value creation at 
different levels of the product architecture from part level to the architectural level (following a bottom-up pattern). 
Secondly, the findings from the case projects show a differentiation between design tasks within each product 
innovation project based on the dynamics in the agency responsible for performing those tasks. This enabled the 
company to develop value capture processes from the part level up to the architectural level of the product architecture. 
To illustrate the main findings of the study a summary of the findings is presented in Table 1 and some of the 
qualitative data collected and analyzed for each project are presented separately. 
 
  
Research focus Governance dynamics 
Key themes Knowledge outsourcing  Task outsourcing 
Outcome measures 
in the context of the 
Pars project  
Differentiation between IKCO’s 
knowledge of design and local suppliers’ 
knowledge of design within functions at 
the part level of the product architecture 
The tasks within functions were differentiated to 
function-specific tasks (contributing to functional 
performance) for designing parts and product-
specific (contributing to product performance) tasks 
for designing parts 
Theoretical 
meaning  
IKCO outsourced knowledge of 
designing parts specific to functional 
performance and focused on knowledge 
of designing parts specific to product 
performance 
IKCO outsourced tasks of designing parts specific 
to functional performance and focused on tasks of 
designing parts specific to product performance 
 
Outcome measures 
in the context of the 
Samand project  
Differentiation between IKCO’s 
knowledge of design and local suppliers’ 
knowledge of design within functions at 
the component level of the product 
architecture 
The tasks within functions were differentiated to 
function-specific tasks (contributing to functional 
performance) for designing components and 
product-specific (contributing to product 
performance) tasks for designing components 
Theoretical 
meaning 
IKCO outsourced knowledge of 
designing components specific to 
functional performance and focused on 
knowledge of designing components 
specific to product performance 
IKCO outsourced tasks of designing components 
specific to functional performance and focused on 
tasks of designing components specific to product 
performance 
 
Outcome measures 
in the context of the 
Soren project  
Differentiation between IKCO’s 
knowledge of design and local suppliers’ 
knowledge of design within functions at 
the subsystem level of the product 
architecture 
The tasks within functions were differentiated to 
function-specific tasks (contributing to functional 
performance) for designing subsystems and 
product-specific (contributing to product 
performance) tasks for designing subsystems 
 
Theoretical 
meaning  
IKCO outsourced knowledge of 
designing subsystems specific to 
functional performance and focused on 
knowledge of designing subsystems 
IKCO outsourced tasks of designing subsystems 
specific to functional performance and focused on 
tasks of designing subsystems specific to product 
performance 
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specific to product performance  
Outcome measures 
in the context of the 
Dena project 
Differentiation between IKCO’s 
knowledge of design and local suppliers’ 
knowledge of design within functions at 
the architectural level of the product 
architecture 
The tasks within functions were differentiated to 
function-specific tasks (contributing to functional 
performance) for designing product architecture 
and product-specific (contributing to product 
performance) tasks for designing product 
architecture 
Theoretical 
meaning 
IKCO outsourced knowledge of 
designing product architecture specific to 
functional performance and focused on 
knowledge of designing product 
architecture specific to product 
performance 
IKCO outsourced tasks of designing product 
architecture specific to functional performance and 
focused on tasks of designing product architecture 
specific to product performance 
 
 
Table 2 Summary of findings 
 
 
4.1 Pars project 
 
4.1.1 Knowledge outsourcing 
 
In the Pars project Peugeot had the locus of control. As such, IKCO undertook technology boundary spanning towards 
local suppliers with regards to part design knowledge which was related to functional performance, as mentioned by 
one participant: 
 
“When we wanted to copy the car door tapes in Pars from Peugeot 405 and make them internally, we 
asked a foreign partner to tell us what technologies and equipment are needed for local suppliers to make 
it. Then, the suppliers equipped themselves with the technology and asked the foreign partner to help 
them to make the part.” 
 
In brief, during the Pars project knowledge development at IKCO was confined to part engineering and the company 
outsourced part production knowledge to local suppliers.  
 
4.1.2 Task outsourcing 
 
During the Pars project IKCO initially had no knowledge; Peugeot was the only knowledge source at the top of the 
hierarchy, with IKCO receiving knowledge based on predetermined plans and schedules. Even at the lower levels of the 
product architecture IKCO had no knowledge and simply relied on Peugeot to handle the design tasks, as illustrated in 
the following statement: “Peugeot gave us the documents regarding the detailed designs and we just released them in 
the organization to the related departments and areas.” 
 
This situation pushed IKCO to undertake organizational boundary spanning. In this regard, during the Pars project 
within IKCO’s functions some tasks in relation to the overall product performance were managed through a hierarchy 
of authority, with IKCO/Peugeot at the top. However, the design tasks related to the internal operation of parts were 
outsourced to suppliers and were managed by staff within IKCO’s functions.  
 
4.2 Samand project 
 
4.2.1 Knowledge outsourcing 
 
In the Samand project IKCO undertook technology boundary spanning towards local suppliers with regards to the 
knowledge of designing components related to functional performance. Based on such technology boundary spanning, 
IKCO had to outsource knowledge of designing components specific to its functions to local suppliers, as one 
participant stated: 
 
“Suppliers knew nothing of designing a car. They were just manufacturers and could just give advice on 
how to make bumpers or etc. They were just waiting for us to give them directions to follow. But now the 
situation has turned and we are following them.” 
 
In fact, during the Samand project IKCO retained product-specific knowledge of component design within its 
organization and outsourced function-specific knowledge of component design to its local suppliers.  
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4.2.2 Task outsourcing 
 
In the Samand project some tasks within functions needed to be managed based on a hierarchy of authority, because at 
that level the functional tasks of design could be linked to the product performance. The role of the foreign partner, who 
was employed by top-level management, was to control design tasks in functions. However, in this project IKCO 
undertook organizational boundary spanning by relying on its local suppliers to perform function-related tasks for 
designing components. As one interviewee explained: 
 
“In Samand, we asked for a foreign partner to design car door tapes based on our criteria and get 
involved with a local supplier for production and also transfer knowledge to them. The local supplier was 
involved with the foreign partner and during the later interactions for some amendments and 
modification in car door tapes, they matured in designing car door tapes and were directly connected to 
the foreign partner and we didn't have to deal with the foreign partner anymore and we arranged our 
requests through local suppliers.” 
 
Overall, during the Samand project IKCO outsourced function-related tasks for designing components to local suppliers 
and focused on product-specific tasks for designing components within its functions.  
 
4.3 Soren project 
 
4.3.1 Knowledge outsourcing 
 
In the Soren project, while IKCO was developing subsystem knowledge in relation to the whole product performance, it 
performed technology boundary spanning towards local suppliers for subsystem knowledge related to functional 
performance. On this matter, one participant noted: 
 
“In Soren, we defined the product and, for example, we need this specific light with these specifications 
or I want to carry over the lights from Samand; or, I need this specific form of bumper and this template-
maker cannot perform the task and I will select the other one which is also appropriate in terms of my 
payment plan. I will also select the supplier to supply the part.” 
 
Similarly, another interviewee mentioned: “...product design will never migrate from IKCO, what migrates is detail 
design.” 
 
Indeed, the technology boundary spanning included outsourcing subsystem knowledge specific to functions to local 
suppliers and retaining subsystem knowledge which was product-specific within IKCO.  
 
4.3.2 Task outsourcing 
 
During the Soren project, while IKCO was performing subsystem-level tasks related to the overall design of the whole 
product, it undertook organizational boundary spanning toward its local suppliers with regards to some functional-
related tasks. In this project, as one participant commented, IKCO kept tasks specific to the whole product within its 
functions: “The engineers within functions knew more about the technology; however, IKCO knew what was needed, so 
functional people had to come to an agreement with the project manager on a design which suited both of them.” 
 
In fact, during the Soren project IKCO outsourced function-specific tasks for designing subsystems to local suppliers 
and focused on product-specific tasks for designing subsystems within its functions.  
 
4.4 Dena project 
 
4.4.1 Knowledge outsourcing 
 
In the Dena project, while IKCO was developing architectural-level knowledge in relation to the whole product 
performance, it undertook technology boundary spanning towards its local suppliers for the architectural knowledge 
concerning the function’s performance. As one interviewee explained: 
 
“We shared our market needs with our local suppliers and they followed them up to fulfill them. In fact, 
we did target setting based on benchmarking of our competitors and determined our expectations at the 
system level, and the local suppliers designed and implemented a system which covered our 
requirements.” 
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However, through such boundary spanning in knowledge specific to functions, IKCO focused on developing 
architectural knowledge which contributed to the whole product performance, as noted by one participant: 
 
“We told our suppliers that this is our style for the car and these are the parts nearby. We also mentioned 
our limitations as well as obligations; for example, we have to have a certain lamp and the total usage of 
electricity should not exceed this amount. Then, the local supplier had its own comments as well. For 
example, the local suppliers pointed to its limitation regarding the capacity of injection molding 
equipment which was up to 60 g and could not produce such lights with these specifications. The local 
supplier asked us to change the designs so that it could produce the part with its current machinery. If we 
couldn’t fit our requirements with the existing capacity of the local supplier, it was obliged to think about 
new machinery like an injection molding machine with a capacity of 1200 g.”   
 
Overall, during this project, IKCO developed product-specific architectural knowledge within its functions and 
outsourced function-specific architectural knowledge to its local suppliers. 
 
4.4.2 Task outsourcing 
 
During the Dena project, while IKCO was performing tasks for designing product architecture related to the whole 
product performance, it undertook organizational boundary spanning in relation to designing tasks related to functional 
performance at this level to local suppliers. As one interviewee described: 
 
“Windshield wipers have two options of having either one blade or two blades and they have to clear a 
specific surface. Before, we did the design here and did the simulations here. However, during Soren, the 
local suppliers were enabled to deliver our desired functions through contacting and asking a foreign 
source about the required functions … But during Dena, they didn't need the foreign partner anymore 
and could do the designs by themselves and we didn’t do the design anymore and we just gave them the 
specifications. They gave us ideas about new technologies and submitted proposals for new systems like 
the intelligent windshield wiper. They told us that the whole system of windshield wiper that we had was 
out-dated and they had transferred a new technology that could improve the performance and was also 
cost efficient. So we passed the design responsibility to them.” 
 
In fact, during the Dena project IKCO outsourced function-related tasks for designing the product architecture to local 
suppliers and kept function-specific tasks within its functions.  
 
Overall, findings of this study relating to task outsourcing across case projects indicate that, within each product 
innovation project studied, IKCO outsourced function-related tasks for designing at a certain level to local suppliers, 
which led to differentiation between function-specific tasks and product-specific tasks for designing at that level within 
IKCO’s functions. Since differentiation between tasks within functions at any level leads to differentiation among 
functions at that level, it can be concluded that across different product innovation projects IKCO’s functions were 
differentiated at different levels of the product architecture. 
 
Taken together, we can recognize a bottom-up pattern in establishing value creation and capture processes across 
different product innovation projects and from the part level to the component, subsystem and architectural levels of the 
product architecture. IKCO has, step-by-step, outsourced knowledge and capability to its local suppliers. Such emerging 
patterns from the part level to the architectural level form a generative mechanism which reveals the emergence of 
value creation and value capture processes across different levels of the product architecture over time, contributing to 
the unfolding of coupled open innovation at each level of the product architecture. 
5. Discussions 
This study reveals the processes associated with the dynamics of governance modes and the emergence of value 
creation and capture processes across the case projects. The study findings reveal that IKCO gradually outsourced 
knowledge and capability to its local suppliers across different levels of the product architecture. Firstly, the case 
projects provide empirical evidence demonstrating that within each project IKCO outsourced knowledge of design 
related to functional performance to local suppliers. More specifically, within the Pars project IKCO outsourced part 
design knowledge (which was related to functional performance) to local suppliers and focused on part design 
knowledge which was related to product performance. Similarly, across the other projects IKCO outsourced 
components knowledge (Samand), subsystems knowledge (Soren) and architectural knowledge (Dena) specific to 
functions and focused on product-specific knowledge of design at those levels. Overall, across the four product 
innovation projects, IKCO gradually opened up its R&D activities enabling value creation at different levels of the 
product architecture from the part level to the architectural level (following a bottom-up pattern). 
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Secondly, the findings from the case projects show a differentiation between design tasks within each product 
innovation project based on the dynamics in the agency responsible for performing those tasks. More specifically, 
within the Pars project the tasks related to the whole product performance were managed through the hierarchy of 
authority in IKCO and tasks related to functional performance were outsourced to local suppliers. Similarly, within the 
later projects the same occurred in regards to designing components (in the Samand project), subsystems (in the Soren 
project) and the product architecture (in the Dena project), where IKCO focused on product-specific tasks (managed 
through the hierarchy) and outsourced function-specific tasks to local suppliers. Accordingly, across the case projects, 
step-by-step IKCO opened up its production tasks, enabling it to develop value capture processes from the part level up 
to the architectural level of the product architecture.  
 
Taken together, as Figure 1 illustrates, we can recognize a bottom-up pattern in establishing value creation and capture 
processes across different product innovation projects and from the part level to the component, subsystem and 
architectural levels of the product architecture. IKCO has, step-by-step, outsourced knowledge and capability to its local 
suppliers. Such emerging patterns from the part level to the architectural level form a mechanism which reveals the 
emergence of value creation and value capture processes across different levels of the product architecture over time, 
contributing to the unfolding of coupled open innovation at each level of the product architecture. Such a mechanism is 
consistent with what Pettigrew (1990) referred to as “generative mechanisms” which he defined as the underlying 
mechanism of micro-processes which contribute to the emergence of organizational-level outcomes. Aligned with such 
a conceptualization, the emergent patterns of this study reveal the process- and project-level dynamics through which 
the content of coupled open innovation has emerged.  
 
                                    Value creation                                                         Value capture 
                                                                         Projects  
 
Architectural level Architectural level 
 
Subsystem level Subsystem level 
 
Component level Component level 
 
 Part level                                                                            Part level 
 
 
 
                                Knowledge outsourcing                                                    Task outsourcing 
 
Figure 1. Dynamics in establishing value creation and value capture processes at IKCO across different product 
innovation projects and different levels of the product architecture. 
 
Therefore, the findings suggest that IKCO has achieved coupled open innovation gradually and from the part level up to 
the architectural level and across a series of product innovation projects, leading to the gradual emergence of value 
creation and capture processes at different levels of the product architecture.  
6. Conclusions 
Findings of this research contribute to the field of open innovation by uncovering and integrating the content and 
process behind the emergence of value creation and value capture processes in the context of coupled open innovation. 
In particular, this research shows that, along with dynamics in governance approaches across the four product 
innovation projects, and from the part level to the architectural level of the product architecture, value creation and 
value capture processes have been established, step-by-step, at the same levels of the product architecture. We found 
that such dynamics in governance across different levels of the product architecture underlying value creation processes 
include the step-by-step outsourcing of knowledge to local suppliers from the part to architectural level. Moreover, we 
found that similar dynamics in outsourcing capability to local suppliers exist, where IKCO, step-by-step, outsourced 
capability to its local suppliers from the part to architectural level of the product architecture and across different 
product innovation projects.  As a result, coupled open innovation processes have unfolded over time at different levels 
of the product architecture and across a series of product innovation projects. 
Pars 
Dena 
Soren 
Samand 
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The findings, therefore, may help us to develop a conceptualization of how openness can be achieved incrementally by 
establishing value creation and capture processes, from the part to architectural level of the product architecture, within 
a series of product innovation projects. Academically, such a conceptualization can be verified across different contexts 
(such as different industries, economies, regions, etc.) and used to develop testable hypotheses. Practically, this 
conceptualization may help managers to develop a step-by-step framework which can guide them in managing their 
company’s product innovation projects dynamically to make sure that, over time, they establish effective coupled open 
innovation processes. 
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